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oe ec 6 (50 )348 
W © “POSITION OF NORWAY 
WITH REGARD TO. THE 60% STAGE OF THE LIBERALISATION OF TRADE 
REPORT BY THE SPECIAL RESTRICTED COMMITTEE 


I, GENERAL 
NOTIFICATION BY NORWAY 
ls On 27th October 1950, the Norwegian Delegation informed 


the Secretariat that Norway was invoking Article 3(a) of the 
Code of the Liberalisation of Trade to justify her inability to 
free 60% of imports, on. private account in the sector of manu- 
factured products. 


ESTABLISHMENT OF THE RESTRICTED COMMITTEE 


, Qe .Th-accordance with Article 18 of the Code of the Liberali- 
; sation of Trade and the Council Decision of 18th August 1950 
Cac eere the Secretary-General immediately set up a 
‘ pecial Restricted Committce to examine the Norwegian Memorandum 
containing the liberalisation measures referred to in Article 2(a) 
of the Code. , 


After lots had been drawn, the Committee was constituted 
as follows ; : 
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. Mr. CHRISTIDIS - Speed) 

a. Mp. FLEMING. Sn et ay United Kingdom ) 
Mr. FRIIS oe B.  y epee a 
Mr. GOETZ Bite ca ae “germany ) 

Mr. KLOSS (Austria) 


In accordance with Articlé -7.of thé Council Decision 
A (50)247(Final)7, the Committce elected Mr. CHRISTIDIS as its 
Chairman. <A United States representative attended the Comnittee's 
meetings but did not take part in the discussions lcading to 
its conclusions. Finally, the Delogato for Morway. was roquosted 
to answer questions and to give the Committec some-additional 
information. 


Il. THE COMAITISE'S FINDINGS: 


4. Having examined all the evailable facts, togethor with the 
-additional information suprlicd by the Norwégien Delegation, the * 
Committee took note. of the following main points, before making 
its conclusions ; . 

: . an 
'5y: . Whereas shipping was included in total imports in ‘Norway's = 
official trade returns, it was not taken into account in the | 
Norwegian memorandum in calculating the liberalisation percentages 
in the sector of manufecturcd prceducts. The Committee considered 
that, since Annex B of the Code lceid down thet liberalisation 
percentages should be based on the official trade returns of. Member 
countries for the year 1948, it could not admit any departure from 
this principle. Such a departure would create an undesirable 
precedent. Furthermore, imports of shipping hed already been 
taken into account in the calculations on which Norway's quota in 
E.P.U. had been based. The lidcralisetion Percentages accepted 
by the Committec were thorefore as follows :- 


PG tad: Gina teas PERE e es GLEE 
Agricultural products ....42 67,5% 
Raw materials .vevasceaeeve —8526% 
Manufactured products ..... 29.4% 


6. However, the question of the inclusior of shipping was borne 
in mind by the Committesc when it examined tke reasons which had 
prevented Norway from reaching the required percentage in the 
category of manufactured products. Since imports of shipping during 
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the reference year 1948 amounted to 40% of imports of manufactured 
products, Norway would have been obliged, if it could not contem- 
plate the libcralisation of sny category of shipping whatever, 

06 Pree nesrly all manufactured products other than shipping in 


-order to reach the liberalisation percentage fixed by the Council, 


BALANCE OF PAYMENTS - a 


7s , ° In examining the balance of payments difficultics which 
might result from any extension of Noywayta Jiboralisation 
méasures., the Committes consider. firstly Norway's balance of 
payments vis-A-vis the monetar, cron of 0.2.2.0. Momber eoun- 
trics, end secondly, the possible offocts on her dollar reserves 
of any gold or dollar pevments she might be obliged to make in 
settlement of deficits incurred inside B.F.U. 


8. The following figures, supplied by the BONY, illustrate 
the cvolution of Norway's balance of parmonts vis-A-vis the 
monetary arca of Mombor countries, 


Een a ; _. Not deficit ($ million) 
4th quarter 1948 62 
lst M 1949 £508 


end u 1949 ears 
ord tt 1949 e446 
4th u 1949 5861 
ist n 1950 5048 
end : L950 ole d 
ord " 1950 13.42 
October 1950 (provisional )20.1 
In considering these figures, account should be taken of 
the devaluation of the Norwegien krone in Septembcr 1949, which 
had the effect of incressing the value of the dollar in relation 
to the krona by 42%. The figures show thet, after a substantial 
derie1 tin the foie qQuartor of 1949, ,the position improved 
steadily until October this year. Both the third quarter and 
the October deficit itsolf must be regarded as exceptional, 
since pert of the imports which were to have been effected during 
the third quarter wore postpeoncd, the licences for the goodg . 
concerned being susnendcd until such time as the quota and inittal 
position allocated to Norway in E.P.U. wore known. Tho granting 
or these liccnecs lcd to on appreciable inereaso in paymonts in 
foreign currencies which is rofillected in the figures of the 
October deficit. Furthermore, sales of old ships wore particularly 
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ylerge during the third quarter, amounting to approximately St A 
million dollars, whesras: during the whole of the firstioight - ae 
mantis of. ae thoy suaneed ‘bo only, 10. salllion dollars. 

-9,. “ Tho balance of pa mane Be tthares for 1950+ ra as communicated 

to the Organisation in Decomber 1949 show:d a probable deficit 

of 73.7 million dollars. Norway's new estimates, based on the 
assumption thatthe lovel of libcralisation of manufecturcd 

products will be maintained at 29% foreses a deficit of 115.2: 

million dollers, This inercase in the ox-ceted deficit. is due: 

in particular, GO; aa he oo 


(a). a chango in tho terms of trade, . 


(b) the Smionttonbion of debts to soms Member countries 
which mey have i be completed in a shorter period 
the an opiginally cxpected,s . : 


(c) ene putting intc forces of a new systom of allocation 
of foreign currcney for tourists, 


(d) the switch to 0.E.E.C. countrics, after direct aid 
had been reduced, of certain purchases previously 
made in the dollar area, 


On the other hand, the Norwegian Delegation believes that inereased 
roecipts from froicht charges, together with certain sncclial 
credits, might make it possible to cover part of the deficit 

caus ed by factors listed abovo. 


Ls The cxpenditure prequircd for stockyiling raw materials and 
for implomenting tho defence programme has not been included in 
these figures in any case, it ic not known whether or not it 
will .be covered by other resources. Nevertheless, four months 
have alrcacy cle se aces Since the besinning cf the period covered - 


by the. estimate ‘ and during this yeriod the. deficit amounted 
to only 51.5 mi liion dolle This fact, among other considera- 


tions, sas lod the Comaittec “to. doubt whether the anticipated 
deficit will in fact be reached, 


ll, . Even if the deficit were reached, it scems unlikely that 
Norway's positicn in E.P.U., teking ints account her initial 
position and quota, would be such as to oblice her to ees cme aay Wal 
payment greater than about 3 milliun doll:rs at the ond of the. 
period 195 0-51; this is shown by the following figures : 
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_ Estimatod cerraletive deficit to. Juno 
1951. . CEREUS ge re. . ~ 115. 
‘Initial position me ot GO 


20% of quota (200) — #40 


Deficit to be Pinenced from the sc 


ceond . 
"trancholl ‘ ae ~ 15 
of which 20%-payable tn gold, ic. 3 


12. * Norway's ability to meet thig loss (or arty additional 
loss rosul ting fron further liberalisation) doponds on hor 
gold and doller belance vor 1960-51 .and her rescrves. — The 
Committeco understands tint Norway is plamins to achieve an. 
approximate balenes in her duller accounts in 1950-51 on the 
basis of aid at the rate of 40 million dollars, taking account 
of tho above-mentioned logs of gold to the E.P.U. and that no 
relaxation in thie stringcney of dollar imports rostrittions ‘igs 
“contomplated. “There will thus be little if any scope for 
fineancilug ny deller losses duc ta further libcoralisation, savo ‘ 
from the reserves. Thaso GPoss pescrvos, though roeontly 
rising, are not vory. large, Including gold (backing of bank notes ) 
they amounted to 93.3 millions of dollars at the ond of October, 


15, In the above estimates, allowenea has beon made for the 
fact that during the poriod 1951-52 there will be a deficit of abou 
7S million dollars, of-which Norway has to take account ‘when cone | 


...Sidcring the pcermigsibke drain on the reserves in 1950-55, Never-. 
vtheloss, it may be possible to-eover the latter by ‘means ‘of ° 
another initial position or further eredits, : 


EFFECTS OF NEW LIPERALISATION MBASURES a pe 


14. The Committeos’ notcd that a substantial proportion of Norway ts 
- trade is with 0O.E.E.0. Mombor countrics.. In 1948, this amounted 

to 61% of total trade, and to 67.5% during the first six months 
OT Oe: " 


1b. The Comaittec considered what effect tho freeing of shipping 


would have on Norway's positions | It nuted the following points ¢; 
_the Norweogiun Delegation indicated that applications already 
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by some 40% in volume. There would, of course,: no doubt have 

heen sctae increase in these imports even in the absence of liberal- 
isation.. On tho other hand, when applying such a percentage to 

the calculation of the possible offects of future libcralisation, 


“it mist be borne in mind that countries as a rule tend to-liber~ 


alise first those preducts in which the effects of Lliboralisation 
will be loast marked. 

19. The offects of libcralising imports into Norway cither of 
investment goods or of consumer goods are undoubtedly acccntuated 
by the oxistence of a considerable amount of unsatisficd demand 
in both sectors.. Though the inflationary pressure is probably 
loss markod at tho present time than in earlicr years,. the 
porsistonee of rationing and supply shortages in the consumer 
goods sector, and of unsatisfied demands for import licences in -: 
the investment goods sector, provide evidence of such prossurcGe 
The oxistence of a volume of means of payment substantially in 
excess of the prc-war form in relation to the national income, 
and the maintenance of a cheap money policy undoubtedly contribute 
to this inflationary pressuro, but the primary cause is to be 
found in the exceptionally high level .of investment cxpenditure 
entailed in the Norwegian reconstruction programme.: The level 
of net investment in Norway (25% of the national income in 1949) 
is ono of tho highest in Europe. This exceptionslly high 
investment programmco which is carefully planned so as to make 

the maximum contribution to viebility by expending yw oduction 
capacity in the export trade emnnot be radically reduced witnout 
imoairing to some extent Norway's prospects of balancing her 
external accounts by tho ond of the E.R.P. period. Moreover, it: 
is clear that Norway, while oxercising some contro] o er consump- 
by means of rationing and high taxation, and over investment by 
means of control of building Licences and selcoctive credit 
control, depends to a considorable extent. on import liconsing as 
ameans of koceping within bounds both investment and consumption 
expenditure. Her roliance on this instrument is favourcda by the 
fact that sc lerge a proportion of her supplies of manufactured 
goods, both for consumpticn and-for investment, are obtained from 
abroad. 


206 Nevertheloss, if Norwey is ever to make progress towards 
the ultimate. gonl of full liberalisation, she must find ways of 
restricting the level cither of consumption or of investment 
expenditure by means which do not involve the restriction of 
imports. From informatisn given to the Committee it would: 
anroar that Norway is already making considerable steps in this 
dircetion by reducing the gcvernmontal sector of the investment 
programme, by increasing taxation, and by curtailing certain 
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types of ercdit, This contraction has been forced upon her by 
the prospect of dwindling external financial assistanee 1 
scans to the Committoc that, in the intorest of liboralisation, 
the Norwegian Goverimnent sheuld intensify ‘its efforts in this. 
dircetion, | 


‘ 


el. so far as the Committes is in 2 position to judge, the 
primary significance of Norwayts imrort restrictions would scem 

to lic in the control which the Norwegian Gevernment is thereby: 
enabled to sxcrcise over the volume and comrosition of ee na 
and investment demand, rather than in any protectionist oe 
though in certain soctors, ot. textiles, such effects may ha 

somc iImportdnec, ; 


2e6. The Committee was inclined to think tiiat the effects of 

a partial lilbcralisaticn in tne field of shins and machincry 

might bo less advorse than the offeects of a comparable Libe oralisa- 
tion in the field of consummtion in so far ‘as 


{a) the supoly situation might reduce the probability that 
liberslisation results in a very large expansion of 
imports, and 


in so far as ae eo expansicn of imports were to give 
riso to balance of Dey ents difficultics which nccessi-~ 
tated thoir subsequently heing suspended, the worst 

that covld heave lhhappencd would. be a tomnorary distortion 
of the investment: programmo, rs thor tren ah unccossary - 
Curtetimort- of 1, ; 


(b) 


CONCLUSIONS 


The Committec was of the opinion thet, i 
bale eG of payments outlook, Norway wes jus: tified in élaiming 
iHASL iby to ettain & level of 60% libers alisetion in manufactured 
goods.: On tho othor hand, tic Prosent level ef Libcraligation in 
this category, namely, 29,40 goumec to the Comnittce to be-unjus- 
tifiably ie Weileo it was simosaltile te bo sure that an extenston 
of liberal isxtion in this estegory would not involve Norway in* 
balance of peer s Cifficultics at aome later date the Committee’ 
considcéred thst it was the duty of ell governments to take reasons 
able risks in the intercat «2 iiborelisation, They helieved that 
Norway could reasonably be cuxpoeted to. advance its percentage of 
liberalisation in the manufactured rocds sec tor Aes to the 
level of 402, an acvenes of approximately 10%, thus raising its 


52%. 


overall serecnteszte of libcralisaticn from 42.7% to 52 


noview of the current 
he | 
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On the basis of the result of previous libcralisaticn in 
Nerway, it seemed to them possible for the Norwegian Government so 
to select the sectors to be libsralised as to involve an increase 
in imports from participants of less than 15 million dollars which, 
if financed out of the second tranche of E.P.U. credits, would 
entail a possible gold and dollar cost of less than 3 million 
dollars, The Committce wished to add that it Hed arrived at this 
view in the light of the current situation only and that it in 
no way prejucicoes any view that muy be taken cf Norwayts position 
in respect of the 75% stege of liberalisation. 


Paris, 14th November, 1950. 


Mr. CHRISTIDIS 
Mr. FLEMING Mr. FRIIS 


Mr. GORTA Mr. KLOSS 
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